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‘‘The Committee [on Finance] intends that 

the regulations do not create hardships for 
small businesses.’’ 

‘‘The provision grants the Secretary con-
siderable flexibility in drafting the regula-
tions and, the Committee [on Finance] urges 
the Secretary to take into account the needs 
of small employers, including possible ex-
emptions for the very smallest of businesses 
from the new electronic transfer system.’’ 

Small businesses will suffer unintended 
hardships if your agency is unable to clarify 
the exemptions in advance of the effective 
date. It seems that many small businesses 
will need their banks to affect these new 
EFT transactions. Because their banks may 
view this as a new and different service, 
those banks may find it necessary to require 
small businesses to pay added fees. Also, be-
cause EFT transactions can involve a new 
variety of either debit or credit transactions, 
some small business persons are adverse to 
allowing the IRS the ability to deduct funds 
from their business accounts without what 
some may deem as an adequate ‘‘paper 
trail’’. Employers that do not need to com-
ply should be spared the anxiety of the rule 
change. 

Again, since the tax code anticipates ex-
emptions for small and rural businesses, we 
request that you act promptly to define 
those exemptions in order to spare these em-
ployers the expense and anxiety of attempt-
ing to comply. Because employer penalties 
are involved, and the compliance date is ap-
proaching, we think that this requires your 
immediate attention. 

BANK CONCERNS 
Small businesses are not the only ones 

concerned about the pending EFT rules. Al-
though Iowa banks support efforts to mod-
ernize our banking system and increase the 
use of EFT, they have commented on poten-
tial problems arising from implementation 
of these regulations. Since small businesses 
are not governed by Internal Revenue Serv-
ice Regulation E (except sole proprietor-
ships), banks question whether proper notice 
and disclosure requirements will be in place. 
The following are a list of unanswered ques-
tions raised by banks. 

(1) What degree of access to bank cus-
tomers’ accounts is provided to the Internal 
Revenue Service? Do the regulations give the 
Internal Revenue Service open access to a 
bank customer’s account? What protections 
are in place to guard against unfettered ac-
cess and use of information in the customer’s 
account? 

(2) A business may authorize a specific 
transfer to be made for the purpose of paying 
depository taxes. However, if penalties are 
assessed by the Internal Revenue Service, 
would the bank then have the authority or 
requirement to withdraw additional monies 
without the customer’s approval from the 
customer’s bank account to pay these pen-
alties? 

(3) Who is responsible for notifying busi-
nesses of transactions involving the bank ac-
count? 

Iowa banks maintain that these are only 
several of many unanswered questions about 
the practical applications of the new regula-
tions. Small businesses, banks, and the In-
ternal Revenue Service all have an interest 
in assuring the proper and appropriate im-
plementation of the regulations. Properly 
promulgating efficient and effective regula-
tions that do not devastate either small 
businesses or banks requires cooperation 
amongst all of the parties concerned. Two of 
the three interested parties, small businesses 
and banks, have expressed important and 
pressing concerns. We believe that these 
questions and concerns should be addressed 
before implementing regulations that pose 

unnecessary or burdensome requirements on 
small business taxpayers or their banks. 

Thank you in advance for your prompt and 
considerate attention to these matters. Be-
cause taxpayers in our state are eager to 
clarify these new rules, and because of the 
coming effective date of January 1, 1997, we 
would appreciate your efforts to make your 
response to us before August 23, 1996. 

Sincerely, 
CHARLES E. GRASSLEY, 

United States Senator. 
GREG GANSKE, 

Member of Congress. 

Mr. GRASSLEY. Mr. President, 2 
weeks ago, Secretary Rubin responded 
by letter that he appreciated my ef-
forts to inform him of the problems, 
and that he was reviewing the matter. 

Today, IRS Commissioner Margaret 
Milner Richardson announced that the 
IRS was suspending the 10 percent pen-
alty for 6 months. The IRS had origi-
nally intended employers who had de-
posited $50,000 or more last year to 
begin to follow the new electronic 
funds rules by January 1, 1997. Now, 
though employers are still encouraged 
to comply, no penalty will be imposed 
for failure to change deposit methods 
until after July 1, 1997. 

Mr. President, though only a tem-
porary reprieve, this is a victory for 
small business employers, and I am 
proud of my part. 

I welcome the efforts of Treasury and 
IRS to make a better second try at 
educating taxpayers. In my view, tax-
payers are the consumers of the serv-
ices provided by Treasury and the IRS. 
I think that good customer service 
sometimes includes a good second try. 

I am also enthusiastic about the po-
tential for Electronic Funds Transfers 
or EFT. For large and medium sized 
employers, EFT could become more ef-
ficient and cost effective than the 
present coupon FTD system. Some 
small businesses may realize similar 
economies. Other small businesses 
should be allowed alternatives. 

The Treasury Department has also 
said that it will soon be responding to 
the questions that were posed in my 
letter. The response will be in the form 
of answers to some of the most com-
mon questions. 

Though that response is still forth-
coming, I think that the will allay 
some of the fears that employers and 
banks have posed. In part, the IRS 
seems to have simply done a poor job 
in its initial effort at education. How-
ever, I am waiting for the official re-
sponse before determining how com-
pletely or adequately it answers all of 
my concerns. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. WELLSTONE. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

A BROKEN AGREEMENT ON A 
JUDICIAL NOMINATION 

Mr. WELLSTONE. Mr. President, 
earlier tonight, at the time of our last 
vote, I was notified that we had an 
agreement—and let us call it kind of a 
code of honor—that Ann Montgomery, 
a very fine judge, who will be a great 
judge on the Federal district court in 
Minnesota, would be confirmed here to-
night in the Senate. 

Mr. President, for really many, many 
months now, picking up with intensity 
in the last several months and the last 
several weeks, I have been in intensive 
discussions with the majority leader, 
whom I think has been operating in 
very good faith. I felt as if I had re-
ceived a very firm commitment from 
him—I believe his word is his bond— 
that while there had been some ‘‘soft 
hold’’ put on Judge Montgomery, actu-
ally at the beginning of this week or by 
the middle of this week—it was to be 
tonight—we would move her nomina-
tion forward. 

Mr. President, much to my amaze-
ment, after we had an agreement with 
a clear understanding that this would 
happen, at the last second one of my 
colleagues, the Senator from Texas, 
Senator HUTCHISON, objects. And when 
the minority leader, Senator DASCHLE, 
asks her why, there is no response at 
all. 

Mr. President, let me just say that it 
is my firm hope that tomorrow we will 
have this resolved, and if a Senator has 
a ‘‘soft hold’’ on Judge Montgomery, 
then we should—and I certainly hope 
the majority leader will do this. I feel 
as if he had made the commitment to 
move this nomination forward. Then 
let us move this forward for a vote. 

I did not ask for unanimous consent. 
If we need to have a vote, I would be 
pleased to debate with any Senator the 
merits of this nomination. Judge Mont-
gomery has received just outstanding 
support and unbelievable recommenda-
tions from across the broadest possible 
spectrum of the legal community; sup-
port from myself and support from my 
colleague, Senator GRAMS from Min-
nesota. 

So, Mr. President, let me just be 
crystal clear about it. What is so unfor-
tunate is that here you have a fine 
judge who has been waiting to be dis-
trict judge, has been waiting and wait-
ing and waiting and waiting. I was just, 
I say to my colleague from Iowa, pick-
ing up the phone to call her. I had just 
dialed it to say, ‘‘I want you to know 
the long wait is over. Tonight will be 
the night. Tell your family. Tell your 
children.’’ 

This is outrageous. And I would ap-
preciate it if my colleagues would have 
the courage to simply defend whatever 
positions they take, not just announce 
a hold at the last second and then have 
nothing to say. 

Mr. President, I am confident that we 
will resolve this. I believe the majority 
leader has given me his word. I think 
his word is good. I know it is good. But 
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I have to say to my colleagues, whom-
ever they are—I know it is not the Sen-
ator from Iowa—if you have a soft hold 
and you want to keep it anonymous, 
that is one of the procedures that is so 
outrageous to people in the country. 
We will just move this forward, and we 
will have debate, and we will have a 
vote. 

Mr. President, I am really dis-
appointed for Judge Montgomery to-
night. I am absolutely determined that 
this will be resolved by the end of this 
week. I will do everything I can as a 
Senator from Minnesota, will use every 
bit of knowledge that I know about 
this process and this Senate, and every 
bit of leverage I have to make sure 
that this eminently qualified woman 
becomes a U.S. district court judge. 

I hope we can work in the spirit of 
collegiality. I certainly did not see 
that tonight. 

Mr. President, I yield the floor. 
f 

ADJOURNMENT UNTIL 9:30 A.M. 
TOMORROW 

The PRESIDING OFFICER. Under 
the previous order, the Senate stands 
in adjournment until 9:30 a.m., Thurs-
day, August 1, 1996. 

Thereupon, the Senate, at 10:09 p.m., 
adjourned until Thursday, August 1, 
1996, at 9:30 a.m. 

f 

NOMINATIONS 
Executive nominations received by 

the Senate July 31, 1996: 
IN THE AIR FORCE 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF LIEUTENANT GENERAL IN THE U.S. 

AIR FORCE WHILE ASSIGNED TO A POSITION OF IMPOR-
TANCE AND RESPONSIBILITY UNDER TITLE 10, UNITED 
STATES CODE, SECTION 601: 

To be lieutenant general 

MAJ. GEN. DAVID J. MCCLOUD, 000–00–0000 

IN THE ARMY 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF LIEUTENANT GENERAL IN THE U.S. 
ARMY WHILE ASSIGNED TO A POSITION OF IMPORTANCE 
AND RESPONSIBILITY UNDER TITLE 10, UNITED STATES 
CODE, SECTION 601(A): 

To be lieutenant general 

MAJ. GEN. FREDERICK E. VOLLRATH, 000–00–0000 

f 

CONFIRMATION 

Executive nomination confirmed by 
the Senate July 31, 1996: 

THE JUDICIARY 

Frank R. Zapata, of Arizona, to be U.S. 
District Judge for the District of Arizona. 
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